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Before the 
FEDERAL COMMUNICATIONS COMMISSION 

Washington, D.C. 20554 

fiECEIVE-J 
In  the Matter 01 1 

1 APR t 8 2003 
PACIFIC TEI>F,COM INC. ) 

) 

Ruling Under Section 310(b)(4) 1 

Amended, to Permit Indirect 1 
Foreign Ownership Exceeding 25 ) 
Percent In  Common Carr ier  ) 
1,iccnsee C‘I‘E Pacifica Inc. ) 

*mmL ~OMMLINIUTIOU COMM,w(lw 
lFF~CE OF rnF  SECRET^^ 

) I B  Docket No. 

Petition for Declaratory ) File No. ISP- 

of the Communications Act of 1934, as ) 

PE‘TITION OF PACIFIC TELECOM INC. 

THE COMhlUNICATlONS ACT OF 1934, AS AMENDED 
FOR DECLARATORY RULING UNDER SECTION 310(b)(4) OF 

Pacific Telecom Inc. (“Pacific Telecoin” or “PTI”) hereby requests a declaratory ruling 

ttmt iiidirccl foreign invcshcnt  O ~ L I ~  to 100 percent in The Micronesian Telecommunications 

CJorporation (“MTC”) and MTC’s FCC license-holding subsidiary, GTE Pacifica lnc. (“GTE 

Pacifica”) (collcclivcly, “the Companies”), from an entity having its principal place of business 

i n  it World Trade Organization (“WTO’) Member country, is consistent with the public interest 

standard undcr Section 310(b)(4) of the Communications Act of 1934, as amended (the Act”).’ 

1 On March 19, 2003, Pacific Telecom withdrew Filc No. ISP-PDR-2002041 1-00013, the 

struclure. Also on March IO, 2003, Pacilic Telecom and Bell Atlantic New Zealand 
Holdings, lnc. withdrew all lhc associated transfer of control applications under 
consideration in IB Dockct No. 02-1 11. .See Corninission Seeks Commeni on ApplicutionsJur 
Coirscnt To Truiisfer Control Filed flv Bell Atlniitic New Zrultrnd Holdings. Inc. and P&c 
Tc7/c,corn / n c , . ,  D 4  02.1 173, May 16, 2002. 

petition for declaratory ruling i t  filed iii April, 2002, when i t  had a different ownership 



1. THE PARTIES 

A. 

Vcrizon Coniniunications Inc. (“Verizon”) is a puhlicly held corporation organized under 

the laws of Dclaware. Verizon, through a series of wholly owned subsjdiarics, owns 100 percent 

of the oiitstanding common stock of Bel l  Atlantic New Zealand Holdings, Inc. (“BANZHT”). 

B A N Z H I  is thc current IO0 perceiit sharcholdcr of MTC, a corporation organized under the laws 

of the Coinmonwealth of the Northern Mariana Islands (“CNMI”).’ BANZHI is the transferor in 

the proposed transaction as i t  intends to sell to Pacific Telecoin all the outstanding stock of 

MI’C.’ 

‘I’ransferor Bell Atlantic New Zealand Holdings, Inc. (“BANZHI”) 

MTC is the local cxchange carrier (“LEC”) for the CNMI, with approximately 25,000 

access lines. MTC also is thc 190 percent owner of CTE Pacifica, Inc. (doing business as 

“Vcriron Pacifica”), a CNMI corporation. GTE Pacifica provides lion-LEC domestic and 

iiilcrnational tclccommunications scrviccs in  the CNMT, utilizing fiber optic, wireless and 

satcllitc facilitics. Specifically, G I E  Pacifica connecLs the three primary islands of the CNMI 

(Saipan, l ~ i n i a n  and Rota) to Cuani by undcrsca fiber optic c,able and operates an underground 

tibcr oplic ring on Saipan. CTE Pacifica also owns and operates the B-Band cellular license for 

the (:NMI Rural Sei-vice Area (RSA) and operates both common carrier and non-carrier satellite 

’ CNMI is a self-governing commonwealth in political union with and under the sovereignty 
of‘ the IJnited States of America. Wilh a few exceptions (not relevant here) arising from the 
[ransition to commonwc;ilth status, citizens ofCNMI are U.S. citizens. See Presidential 
Proclaniatioii No.  5564, 51 Fcd. Reg. 30399 (November 7, 1986) 
(hllp:w\vw. nara.gov/~edreg/cotli(ic/PIiOCS/p055(,4.l1~1nl). 

The original purchase and salt: agreemait for MTC dated November 23, 2001 remains 
cffective, subject to amendments reflecting the new ownership structure of Pacific Telecom 
(described below) and extending the term of thc original agreement. 
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earth station facilities. The ccllular radio license and the common carrier satellite earth station 

liccnse arc subject to Scction 310(b)(4) of the Act. 

B. Transferee Pacific Telecom Inc. 

Pacific Telecom is a privatcly held corporation incorporated tinder thc laws of the CNMI 

rot-nicd as the vehicle to purchase Lhc assets of MTC.’ Prospeclor Investment Holdings Inc. 

(“Prospector”) holds 100 pcrcent of the  equity o r  Pacific I‘elecom.” 

Prospector is a privately held corporation incorporated under thc laws of the Cayman 

Islands in (lie British West Indies. Thc principal business ofprospector is to hold the investment 

i n  Pacific ‘l’elccoin. The conlmon stock ofProspcctor is owned 60 perccnt by Ricardo C. 

Dclgado (rather) and 40 pcrccnt by .losc Ricardo Dclgado (son), both of whom arc citizens o f  the 

Philippines. The principal business o f  the Delgados is transactcd through Citadel Holdings Inc., 

ii Philippines corporation engaged primarily in the transportation and logistics businesses, 

owniris aniong othcr things, the largest airport services company i n  the Philippines. Citadel 

1 

~ 

GTE Pacifica also holds other FCC authori~~t ions,  including international Section 214 
authorizations, a domestic Section 21 4 authorization for interexchange (long distance) 
sei-vicc, il cablc landing license, and a noii-common carricr satellite earth station license. 
Atlachnient A lists all of the FCC autliorirations subject to the proposed transfer of control 

Under Paci lic Teleconi’s original owncrship structure, (1)  Prospector was a 50 percent equity 
holdcr; (2)  THC Communications Corporation was a 30 pcrcent equity holdcr; and (3) 
Missouri Holdings Corporation was a 20 percent equity holder. In 2003, Pacific Telecoin 
rcoi-ganizctl. ‘TIC Communications Corporation and Missouri Holdings Corporation 
completely wilhdrew froin Pacific Tclccom. Ncither lhey nor their ultimate owners will have 
any future linancial or voting interest in Pacific Telecom. 

To provide grassroots CNMI participation in Pacilic Telccoin and to provide MTC 
employees ownership inccntivcs, Prospector intends to establish, shortly after the trlinsfcr of 
control is consummated, a trust fund for the benefit of MTC employees and to assign ten 
pcrccnt o f  Pacific Teleconi’s stock to the trust. The details of the trust arrangements art: still 
bciiig dcvcloped and are not thc subject of the lrarisfcr o f  control applications that are filed in 
xsociat io i i  w i t h  this petilion. 

Citadel Holdings Inc. (“Ciladel”) is a Philippines corporation separate from Prospector that is 
ulti~natcly controlled through a series of closely held corporations by the same two 
~ n d ~ \ ~ ~ d u i ~ l s  that own Prospector, Ricardo C. Delgado and Jose Ricardo Delgado. 
. . .  
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founded and was the majority owner of ISLACOM, which was the second largest 

telecoiii~nunic;iIions company in terms o f  assets in the Philippines in 1999 when Citadel sold its 

stake. X 

I I .  ‘THE PROPOSED TRANSACTION SATISFIES BOTH THE STATUTORY 
STANDARD AND COMMISSION POIACY TO ENCOURAGE INVESTMENT 
FROM WTO MEMBER COUNTRIES 

Section 3 I O(b)(4) of  the Acl states as follows: 

(b)  No broadcast or conimon carrier or aeronautical en route or 
aei.oiiautica1 fixcd radio station license shall be granted to or held 
hy . . , (4) any corporation directly or indirectly controlled by any 
other corporation of which niore than one-fourth of the capital 
slock is ownctl of record or voted by aliens, their representatives, 
or by a foreign goveriiment or rcpresentative thereof, or by any 
corporation organized under the laws of a foreign counlry, if the 
Commission finds h a t  the public interest will be served by the 
refusal or revocation of such license. 

In its Foreign Purricipu/imn Order, the Commission concluded that allowing indirect 

fol-cign investmcnt i n  conimon carrier radio licensees beyond the 25 percent benchmark 

cstablished by Scctioii 310(h)(4) of the Act could promole competition in the U.S. market, 

thereby promoting the U.S. public interest.” The Cominission analyzes proposed indirect foreign 

iiivestincnls in conimon carrier licensees “guided . . . by the U.S. Government’s commitment 

Neither Prospector nor Citadel currenlly holds an equity interest in any telecommunications 
coniinon carrier. For thc sake of full disclosurc, however, Pacific Teleconi notes the fact that 
Citadcl holds convcrtible interests in Textron Corporation (“Textron”), a small Philippines 
corporatioii (less than $2 million i n  annual revenues). Textroii is a systems integrator that 
proirides corporate customcrs wi th  broadband connectivity via salellite and radio microwavc. 
Although Textron has been grantcd a Philippines telecommunications franchise to provide 
s ~ ~ c h  services, i t  has not received authority from the national telecommunications commission 
that wot~ld  aIlo\v i t  to act as a common carrier. Jndeed, Textron provides no voice 
communications services whatsoever and is nol affiliated with any telecommunications 
common carrier in the Philippines. Moreover, Citadel currently has no involvement in day- 
to-day nianagenient of Textron. 

Rulcs trnd Policies on Foreign Parliripition i n  the U.S. Telecommunicaiions Market, 12 
FCC Kctl 23501, 23940 (1097) (“Foreign Participation Or(lcr”l. 

X 

‘ I  
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under the World Trade Organization (“WTO”) Basic Telecommunications Agreement, which 

seeks to promote global markets Tor telecommunications so that consumers may enjoy the 

hcnclits ofcolnpetiIion.”“’ I n  particular, the Conmission round that “the public interest will be 

sci.ved by  pcmritting more open investment by entities from WTO member countries in U.S. 

coninion ciirricr wireless liccnsccs.”’ 

“strong presumption that no cornpctitive coiiccnis are raised by [up to and including 100 percent] 

indircct foreign investment” from entities from WTO member countries.”’2 

Based on this principle, the Commission has adopted a 

The Comniission has routinely endorsed indirect foreign investment of 100 percent by 

cnlities froni WTO mcinber countries. Shorlly before the releasc of the Foreign Purticzpaliotl 

O&r., Ihe Commission approved 100 percent indirect foreign ownership of common carrier 

radio licenses by  Telecom Finland Ltd., a wholly-owned subsidiary of PT Finland, Ltd., a private 

holding company of the Government of Finland.” More recently, the Commission approved 100 

pcrcent indirect forcigli ownership of Telenor Satellite by Telenor ASA, a Norwegian company, 

wliich is 79 percent owned by the Kingdom orNorway; I00 percent indirect forcign ownership 

o f G E  Anicricom by SES Global, a Luxembourg company, which is 75.11 percent foreign- 

owned; and 100 percent indircct Ibreign ownership o l  VoiceStream Wireless by Deutsche 

Telekom AG, il German company, which is 77 percent forcign-owned, including 45 percent held 

Id 

,-feria/ c ‘onzmut~ic.u~ions, fnc. mzd Voiccstrcunz Wireless Holdiiigs COUP., I5  FCC Rcd 10089, 
10093-94 (2000). 

Voiws/won/ Wireless Corp., I5 FCC Rcd 334 I ,  3348 (2000). 

.See Tdccoin Filzlund, L d . ,  Perifion for Deierminuiion of the Public Inierest under 47 U.S.C. 
>Si:c. 3IO(hi14) io permii LMDSund PC‘S Licensing, Order, 12 FCC Rcd 17648 (1 997). 

10 
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by llic German govciiiment; and 100 percent oCAlldesat Tcleport by investor shareholders from 

Bolivia, Colombia, Ecuador, Peru and Venezuela. I 4  

Pursuant to Section 310(b)(4) ofthe Act. the Commission also has approved ownership 

of an incumhcnt local exchange carricr ("I[.EC") by a foreign company. I n  1999 the 

<'ommission a p p r o x d  [lie acquisition or Frontier Coiiiniunications. an ILEC wilh multiple 

facilities in the continental United States, by  Global Crossing, a foreign (Bermuda) company 

whosc busincss the Conimission found to be principally conducted in countries that are members 

or the WTO." I n  its dccision approving this transaction, the Commission did not express any 

conccrn that Frontier was an ILEC ~ rather, the Cornmission applied the WTO entry standard to 

Cjlobal Crussing's indirect ownership of Frontier and afforded Global Crossing the "strong 

presumption that no competitive conccrns are raised by the forcign ownership at issue .... , 2 1 6  

. Y w  L,ot'khwil Marlin Glohal T~,lecoiirinuilictrtro,zs. Conisut Corp.. and Coiwsut Generul 
C'orp. i ind l'elenur ,Sa/cllite Mobile Services, Inc., untl Telenor Sutellrle, In<,. , Applications 
for ,4s~ignni~wt of Seclion 214 Authorizutions, Privtrte Lanil Mobile Radio Licenses, 
E.vp~!rinrcnkrl Licenses, urd Eurth Station Licenses, und Pelition Jar Declurutoty Ruling 
Pirusuunt to Seuion 3lV(/i)(/1)(4) of ihc Comm~~nicnrions Art,  Order and Authorization, 16 
FCC Rcd 22897 (2001)("Lockheed Marlin"); Applicution of Generul Eleclric Corp. and SES 
Glohul, For C'oiisent to Trunsjer Corrluol of Licenscs and Authorizations Pursiianl to Section 
31 O(b)(4) uf the Commuriiccitions Act, Supplemcnlal Order, I6 FCC Rcd 18878 (2001)("SES 
Global"); Application of Generul Eleclric Corp. und SES Glohul, For Consent to Transfer 
C,'ontrol of Licenses und Authorizulions Pursuunt lo Section 3/0(b)(4) ofthe Comniunicalions 
Act und Pctitioii,for Declarototy Ruling Pnrsuunt to Seclion 3IO(h)(4) of the 
~ ' i ~ ~ i i i i u n i ~ ~ i ~ ~ i u i ~ , ~  Acr. Order and Authorization, IO FCC Rcd I7575 (2001); VoiceStreum 
Wireless C'orp., Powertel, Inc. uritl Dcutsche Tclekom AG, for Consent to Transfer Control of 
Liccwses and Airthorizations Pursrr~nl to Sections 214 and 3/0(tl) ofthe Communications Acl 
uirtl Pctilioii for Declnratory Ruling Pirr.~narr/ to Section 310 of the Conzmuniculions Acl,  
Mcrnoranduin Opinion and Order, 16 FCC Rcd 9779 (200l)("VoiceSLream Wireless"); FCC 
Public Notice, DA 03-422, February 13,2003, page 4 of 9. 
In I ' B  Glohul ('ro.c.sing 1.d And Frontier C'orpoutrtion, Applictrlions for Transfer of Conrrol 
PIu:suunt to Seuions 214 and 31O(tl) of the Communiciilions Act. us amended, Memorandum 
Opinion and Order, 14 FCC Rcd 1591'1, 15018 (1999). 

14 
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111. T l l E  FOREIGN INVESTMENT IS ATTRIBUTABLE TO A WTO MEMBER 
COUNTRY AND, THUS, SATISFIES THE FCC'S STRONG PRESUMPTION 
THAT NO COMPETITIVE CONCERNS ARE RAISED 

In dctciinining an acquiring entity's hoinc niarket for purposcs o f  the public interest 

deterinination under Section 310(b)(4), the Commission will balance live factors: ( I )  the 

country of llic entity's incorporation, organization or charter; (2) the nationality o f  all investor 

principals, officcrs, and directors; ( 3 )  the country where the world hcadquarters is located; (4) the 

country in n'liicli tlic majority of tangible propcity, including production, transmission, billing, 

inlbrmation, and control facilities, is locatcd; and (5) thc country from which the entity derives 

thc greatest sales and revenues from its  operation^.'^ In this case, the Comniission will apply its 

halancing test to two newly Ibrnied holding companies. 

A. Pacific Telecom 

Pacific Tclecom is a corporation formed in the CNMI solely for the purpose of 

piirctiasing the stock o f  MTC. Pacilic Telccoin currently has no operating units. The entirety of 

the tangible prnperty ofPacific Telecom, however, will be in the CNMI; and initially all of the 

sales ;ind revenues rroni operations will be from the U.S. Although all five mcmbers of the 

board of directors of Pacific 'l'elecom will hc from the Philippines, the home markct, principal 

place of busincss, and world headqtiartcrs of Pacific Telecom will be the U S . ,  aftcr the transfer 

applications arc granled and the transaction consummated. 

B. Prospector luvestment Holdings Inc. 

Prospector (the 100 pcrcent equity owner of Pacific Telecom) is incorporated in the 

Cayman Islands o f  the British Wcst Indies, an overseas territory of the United Kingdom. The 

I '  . C Y  Forc1gn Punicipution Order, 12 FCC Rcd at 23941 (citing Murkel Entr)? and Reg~riaiion 
o / F o r c i ~ n ~ A / ~ i i u t e d  Enliiies. Repoi-i aiid Order, I I FCC Rcd 3873, 3951, ( 1  995)). See also 
Lockhwd hfurtin Global Telec'otnniurlicutions, C'ontsui Corporation, and Comsai General 
Cbr/wru/ion, 10 FCC Rcd 22897 (2001). 
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f.CC previously has deferred to an opinion provided by the U.S. Department of State concluding 

tha t  the 1004 Marrakcsh Agreement Establishing the World Trade Organization applies to all 

British Territories. As thc United Kingdom is a WTO Member, the Cayman Islands also i s  

considerctl a W-1’0 iiieinber country 

I X  

The other four factors o f  thc Commission’s balancing test, however, indicate that the 

Philippirics is Prospeclor’s home market: I )  nationality of principals, officers and directors: 

Filipino; 2) counlry iii which world headquartcrs ofowners is located: Philippines; 3 )  country in 

which the majority of tangible property of owners is located: Philippines; and 4) country from 

which Prospcctor’s owners dcrive their greatest sales a i d  revenues from operations: Philippines. 

The Philippincs also is a W I O  nicmber country. 

Regardless o f  which WTO iniember country is considered Prospector’s home market, the 

llnitcd Kingdoin or thc Philippincs, Pacific Telecom is entitled to the presulnption that foreign 

investment horn Prospector would s en t  the U.S. public interest. 

I\ ’ .  PUBI,IC INTEREST CONSIDERATIONS 

A. 

The proposed transaclion would result i n  the transfer of control of operating 

Pacific Telecom Is Technically Qualified T o  Be An FCC Licensee 

telccommunicalions companies MTC and GTE Pacifica. Pacific Tclecom proposes to acquire 

not only all of MTC’s outstanding stock and thc Companies’ facilities, but also their ongoing 

husincss opcralions, including the continued services ol‘lheir skilled and dedicated workforce. 

111 fact, Pacific Tcleconi has committed lo  rctain MI[,:’s current management and employment 

teams in ordcr to ensure thc continuity ofopcrations. Upon grant of the applications, Pacific 

I n  Cuhlc 8 Wircle.vs USA, [tic., I5 FCC Rcd 3050 (2000) and n.14. (referencing Letter from 
Robert E. Dalton, Assistant Legal Adviser for Treaty Affairs, United States Department of 
Statc, to Rehccca Arbogast, Chief, Telecommunications Division, International Bureau, 
Fcderal Communications Commission (Feb. 16, 2000) a t  I ) .  

8 



Tclccom intends to hire as MTC’s new CEO, Robcrt Anderson, an American citizen formerly 

eniployed by Verizon with decades of teleconimunications experience. In other words, under 

thcir new ownership the Companies will have a seasoned management team technically 

proticicnt i n  the opcration of the telecommunications facilities at issue. Pacific Tclecom also has 

nc~otiatcd a technical services agrccincnt pursuant to which BANZHl would olfer Pacific 

Tclecorn ccrtain technical and support services Tor a pcriod of time. 

[n addition to this continuity of MTC’s existing technical expertise, Pacific Telecom’s 

ownership Leani will add its own substantial telecommunications experience. Prospcctor will 

take the Icad in managing thc operations of the Companies based on the signifcant experience 

Prospector’s principals and cmployecs gained in the founding and management of ISLACOM, 

which \vas thc second largest telecommunications company in the Philippines in terms of assets 

in 1999 when sold to Globe Tclecom. l Y  

In Ibuntling ISLACOM and growing its business, the Prospector owners gained 

signilicant experience in ( I )  raising the necessary capital to construct facilities, (2) managing the 

huild out of their nctwork through successful turn-key contracts with established international 

vendors such as Siemens, Alcatel and Lucent, (3) cooperating with other carriers such as PLDT, 

tlne Philippines dominant carrier, and (4) working with local government officials and regulators 

to obtain needed rights-of-way, government permits. etc. Notably, although ISLACOM was at 

least ten timcs as large as thc Companies to be acquired here, the Prospector representatives 

nonctheless succeeded i n  running multiple lines o f  telecommunications operations (GSM 

wireless nctwork, paging nctwork, long distance, and LEC) efficien(ly and were able to provide 

The majority owner o f  Prospector, Ricardo C. Dclgado, was the Chairman of ISLACOM for 
s i x  ycars; a Prospector employee, Jovino G. Lorenzo, was the President for four years; and 
the minority owner of Prospector, Jose Ricardo Delgado, was the Vice President of 
Marketing for four ycars. Citadel sold ISLACOM in  1999. 

1 
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ne\\ scrvice offerings to hundreds of thousands of previously undersewed Filipinos. In sllort, 

Paci tic Tclecom has all the nccessary technical qualifications to control and manage the 

Coinpanics and thereby to ensure continued high-quality service to consumers 

B. Pacific Telecom Is Financially Qualified To Hold The  Relevant 
Authorization 

' l h c :  uwiicrs o f  Citadcl Holdings, Inc. cstablishecl Prospector as an investmcnt vehicle for 

the purpose otiiiiding and acquiring long-tenn growth opportunities in the international 

tclccommtiiiicalions market. With total asseLs valued in the hundreds of millions of dollars, 

Citadel has a variety of business interests that iiiclude transportation operations, logistics, 

inlonnation services and the largest airport services company in the Philippines. In 1999 Citadel 

sold ISLACOM for $60 million, and its current dcht/cquity ratio is just two percent. The 

lioldiiigs o f  ils owncrs illustrate that Prospector is financially well qualified to hold the relevant 

FCC authorizations. 21) 

C .  Pacific Telecom's Entry into the CNMl Telecommunications M a r k e t  Will 
Benefit C N M l  Consumers 

Pacific Telecom views the Companies as strategic assets critical to its goal ofbecoming 

111c inost tcclinologically innovativc IclccominunicatioIis provider i n  the Micronesian region 

Pacilic Telecom proposes no reduction in services. Quilt the opposite, Pacific Telecom intends 

to increase investnic.nl in and continue expansion of  the Companies' services. For example, 

Pacific Telecom's guiding principles for the Companies arc as follows: (1) preserve and enhance 

the existing wireline voice business, ( 2 )  accelerate developinent of wireless communications, (3) 

aggressively expand data (DSL) and other hroadhand services, (4) pursue opportunities in 

IJndcr separate cover and request for confidential treatment, Pacific Telecom submits two 
letters from well-known financial institutions allestiiig Lo the value of the accounts held by 
Ricardo C. Delgado and Jose Ricardo Delgado, the ultimate owners of Pacific Telecom. 

2il 
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international telecommunications, and (5) maintain and further develop a highly trained 

cmployee base. 21 

Spccilically, Pacific Teleconl plans ncw capital expenditures of $16.1 million and to 

tipgradc (he existing cnstomcr billing system. Additionally, cven as GTE Pacifica already 

operalcs the largcst digital wireless network serving the CNMI, Pacific Telecom’s goal is to 

increase capacity and coverage by 60 percent. In addition to adding cell sites to increase 

coccragc, Pacilic Telecom plans to deploy 3G services within 24 months of the consummation o f  

the proposed transfcr of control. In addition, Pacific Telecom plans to expand aggressively the 

Companies’ customer base by orfering wireless services at reasonable prices with the widest 

reach.” 

In the Ions distance arena, Pacific Tclccom inlcnds to sign a rate integration agreement 

with the CNMI committing Pacific Tclecoin not to cxcccd Vcrizon’s rate integrated long 

tlisiance domestic message toll service rates for customer dialed direct station-to-station calls for 

ii five year pcriod. Additionally, Lhe Companies’ prepaid services will continue to be attractively 

priced and aggressively inarkctcd. Customized calling plans will be tailored to fulfill the diverse 

needs o f  the CNMT’s population. Pacific Telecom also has plans to invest in  fiber optic capacity 

from the U.S. mainland in order to become a regional hub. Looking lo  the future, Pacific 

Telecom intends to roll out Digital Subscriber Line (DSL) service as a mass market product.*’ 

Pacitic Tclccom’s commitment to increased investment and new service offerings is 

cspccially significiit now because the CNMI economy, which has been in the midst of a 

Appended as Attachment B is a presentation by Pacific Telecoin summarizing its service and 
operations proposals. 

2 1  
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reccssion, \ + I l l  receive a needed boost from Pacific Telecom’s increased investment in the 

telecorn sector. 

D. 

The Commission’s pro-competitive, open-entry policies apply to the CNMI. These 

The CNMI Market Is,  and Post-Transfer Will Be, Competitive 

telecommunications inarkcts already are, arid post-transfer will continue to be, open to 

conipctitioii. In facl, conipetitors havc exercised their right to enter the CNMI market and 

compete with h e  Companies. 

Equal access will continuc to be available for wireline long distance service after the 

proposed transfcr. Currcnlly, four inlcrcxchange carricrs (“IXC’s”), each o f  them subject to rate 

intcgi-ation requircnieiits~~~Startcc/P<:l, IT&E Ovcrscas, lnc. (“IT&E”), TelePaci fic Network, 

Inc. (“TNI”) and WorldCom (“WC0M”)-compete with MTC and GTE Pacifica for CNMI 

c u s lo ni e rs . 

There are also numerous prepaid card resellers that offer competing 1-800 long distance 

services via Sprint and A T & T  networks through correspondent relationships with the 

Companies. I n  atldilioii, several voice-over-Intemct Protocol (“IP”) card providers operate in the 

C‘NMI. Although the Cornpanics hold a 67.3 percent share of the market for presubscribed 1 + 

originating minutes, because of the other forms of long distance competition the Companies hold 

only an eleven percent share of the total long distance market.” 

In the wirclcss market, Saipancell is a competing provider offering cellular and paging 

scrviccs with its extensive microwave network on Saipan. In addition, IT&E and Guam 

Telephone Authority have cellular roaming agreements in place with GTE Pacifica to serve 

Appended as Attachnicnt C IS d chart summarizing the market shares of the long distance 
competitors in the CNMI. 
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customers i n  CNM1. Finally, Molorola operates a radio communication service on Saipan, and 

KatlioC‘oni opcl-ates a paging and 311 800 MH7, tninkcd SMR systcrn on Saipan, 

Although the local scrviccs niarkct is open to coinpetition, MTC i s  currently the sole 

providcr of wireline local service. However, the wireless providers provide competition in local 

loop services. For cxamplc, Saipaiicell has filed a petition with the Commission requesting to he 

Jesigiiated as an Eligible Telecommunications Carrier (“ETC”) and to disaggregate the 

Micronesian Telephone Conipany’s (“MTC’s”) service area.2s Saipancell indicates that grant of 

its request would inakc Saipancell eligible to receive federal universal service support for 

wireless local service offered in Saipan-  enabling it to offer consumers a “choice ofbasic 

servicc providers.. .[and] bring coinpetitivc services to cuslorncrs.”2“ 

Finally, StarlcciPCl operates a point-of-presence (“POP”) facility and-along with the 

lhrce olhcr lXCs 

cxchangc rictwork to complcle interexchallge voice or data transinissions. Furthermore, MTC 

will continuc to comply with applicable FCC regulations governing access to its LEC facilities. 

xceives monthly I,ills for exchange access scrvice to the CNMI local 

F:. 

llnder its ne\c owncrship slructure, Pacific Telecom initially will have 100 percent 

U S .  National Security Interests Will Be Protected 

ultiinalc Philippinc ownership. Thc U.S. and the Philippines, of course, have had long-standing 

’’ (Yuarn C’ellulur trt~d Paging, Inc.  d/b/a Saipcincell PetiliotiJor Designuiion ax an Eligible 
Tclcconzrwunic’irtions Currier on h e  lslrrnd of Suipnir in  the Commoiirvealth of the Northern 
Mwiclnn Islunds, CC Docket No. 96-45 at 1, 11-14 (filed Feb. 19, 2002). Saipancell seeks 
rcdefinilion oCMTC’s service area to cnable i t  lo be designated as an ETC only for the island 
of Saipan. 

Reply C’omments o fGuam Cellular and Paging, Inc., CC Docket No. 96-45 at  4 (filed June 
17, 2002). Although redefinition ofMTC’s scrvicc arca would not serve the public interest, 
IVTC docs not object to Saipancell’s designation as an ETC i f  it serves the entire MTC 
scrvice area, which is compriscd of three islands-~ &pan, Tinian and Rota. Opposition of 
the Micronesian Telephonc Company, CC Docket No. 96-45, at 4-6 (f led Apr. 22, 2002). 
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political, cultural and trade tics, exemplified by thc fact that the Pliilippilles has been among the 

U.S.’s stnunchest Asian allies. 

In any cvcnt, the Commission has stated that in evaluating proposed roreign owllership of 

U.S. coiiinioii carriers, i t  will dcfer lo the Execntive Branch of the U.S. Govemmcnt with respect 

to national security ;ind law enforccment i s s ~ c s . ~ ’  Pacific Telecom acknowledges the Executive 

Branch’s strong intcrcst and expertise in  safcguarding iiational security and protecting the  CNMl 

telcconiriiunications infrastructure. For that reason, prior to the liliny of this request and the 

associatcd transfer of control applications, Pacific Tcleconi and its representatives have 

contacted the 1J.S. Dcpartincnt of Justice and othcr Executive Branch agencies (“Executive 

hgcncies”) about the proposed transfer of  control of M K  to the restructured Pacific Telccom. 

Througliout tlicsc numerous contacts, Pacific Telecorn has pledged its cooperation and expressed 

its intcntion to enter into an appropriate nctwork security agreement to resolve those concerns. 

Rased on these discussions, and with the concurrence o f  the Executive Agencies, Pacific 

Telcco~ii and H A N Z H l  rcquest that the Conimission coininencc its review and processing of this 

petition and associated transfer of control applications (“Applications”), including placing the 

Applicalions 011 Public Notice for piihlic comment, but that dispositive action by the 

Commission concerning the Applications be deferred pending notification to the Commission 

that all issues ideiitified by the Executive Aycncies have or have not been resolved and 

requesting appropriate action by thc Commission. If the issues identified by the Executive 

Agencies can be resolved through a security agreement between the Applicants and the 

Exccutive Agencies, the Applicants anticipate that such security agreement would be filed with 

t l ic Coinmission along with a rcquest that lhc  terms of the security agreement be adopted by the 

14 



Commission as conditions to any authority granted by the Commission concerning the 

Applications. 

BANZHT and Pacific Tclecom also intcnd to file in due course a notice with the 

Committee 011 Forcign Investment iii the IJnited States (“CFIUS”). 

V. REQUESTED RULlNCS 

Pacilic ‘Iclecoin requcsts a declaratory ruling pursuant to Section 310(b)(4) of the Act 

that thc puhlic inlcrcst would be scrved by allowing 100 percent ultimate indirect foreign 

owncrship ol‘MTC and FCC cominon carrier licensce GTE Pacifica by Ricardo C. Delgado and 

Jose Ricardo Dclgado, citizens of the Philippines, a WTO inember country. 

Pacific .lelecorn also seeks advancc authorization, consistent with Commission 

prcccdent, l’or a vcry limited aniounl of future ownership by unidentificd foreign individuals. 

Although the FCC routinely grants authorization up to 25 percent for future unidentified foreign 

cntities and individuals, Pacific Tclecom seeks advance authorization for just two percent 

indirect owncrship by unidentified foreign individuals, to take into account potential future 

foreign ownership interests attributable to the proposed trust arrangcment being established for 

L X  

The Coinmission expressly has authorizcd petitioners lo scek advance authorization Lo accept 
indirect lbreign investment up to any nowcontrolling Icvel. Foreign Participalion Order, 12 
FCC Rcd at 23941, Subscqticntly, the Coinmission described its policy this way: “Generally, 
the section 3 I O  (b)(4) rulings w e  issuc to commori carricr licenses under the Foreign 
P u i / i c , i p , t i f i o n  Order approvc specific indirect equity and/or voting interests made by namcd 
roreign invcstors from WTO Member countries; and provide an allowance for an additional, 
aggregate 25 percent amount orunidcntified foreign equity and/or voting interests, subject to 
certain limitations to ensure t h a t  no individual investor obtains an interest that excecds 25 
percent without prior Commission approval and that noli-WTO Member investments does 
not exceed 25 pcrccnt.” XO Co~~~rnr~nici~/iotis ,  Itic. I7 FCC Rcd 19212, 19223 n.75 (IB, 
WI‘R &WCB ZOOZ), ci/itrg Loekheed Martin Glohal T~lecoii~iriunicat~ons, cornsat 
C‘orpormioii. tint! Conisar Goicrtrl (’orporation, ilsslgnor. clnd Telenctr Sutelliie Mobile 
.~Ct‘lVCcs, hlc. ( ind 7’Elenor So le~~ i re ,  /ne. Assignee, 16 FCC Rcd 18876, 18884, para. I I (1s & 
WTB 2001); Motient Services Inc. and TMI Comniuiiicaiions und Couzpany, LP, Assignors, 
w l d  MOhlk Stlldliie Ventures Siihsidiiity LLC Assignee, 16 FCC Rcd 20469, 20477, para. 22 
(IB 2001). 
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eniployccs of the Companies (as discussed on page 3, foolnote 6, of this petition, the trust will 

iiot be cstablislied until  alter the proposed transfer of control is consummated). 

VI.  CONCLUSION 

Pacific Tclecoin is technically and linancially qualified to hold the FCC liccnses at issue. 

Its critry inlo the CNMI market wil l  bring new invcstment and a renewed commitment to high 

quality scrvices iii thc CNMI. [J.S. iiational security interests will be protccted tlirotigh close 

cooperation w i t h  the appropriate Executivc Branch agencies. Morcover, as Pacilic Telccoin is 

not currently a tclccommunications carrici- nor is affiliated with a foreign or domestic 

telecommunications carrier, the proposcd transfer will result in no increase in concentration in 

i h c  relevant inarkcts.’” For these and thc other reasons described above, Pacific Telecoin urges 

i.he Commission to issue the declaratory rulings requested in the preceding section pursuant to 

Section 3 lO(b)(4). 

Respectrully submitted, 

PAC1 FIC ‘TELECOM INC. 

L&ieJ- /& 
Kcnncth D Patrich 
Timothy J. Cooney 
Wilkinson Barker Knauer LLP 
2300 N Street, N.W. 
Suite 700 
Washington, D.C. 20037 
(202) 783-4 I41 

Its Attorneys 

I’acilic Telecom is not affiliated with a former FCC liccnsec of similar name (Pacific 
Telecoin, Inc.). 
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ATTACHMENT A 



FCC Authorizations Held by The Micronesian Telecommunications Corporation and GTE 
Pacifica Inc. 

International Section 214 Authorizations 

ITC-2 14-19970502-00247; 
ITC-ASG-19971211-00776; 
ITC-97-779-AL 
ITC-97-288 

ITC-ASG-199712 1 1-00778; 
ITC-97-778-AL 

214 Authorization for Facilities-Based and Resale 
(Switched and Private Line Non-Interconnected and 
Interconnected where lawful), excluding the Dominican 
Republic and Venezuela (GTE Pacifica) 

214 Authorization to Construct and Operate the MTC 
Interisland Cable System Between the Commonwealth 
of the Northern Mariana Islands and Guam Granted By 
ITC-92-140 [ 8  FCC Rcd 750 (1993)] (GTE Pacifica) 

Cable LandinP License 

SCL-92-003-AL Cable Landing License to Land and Operate the MTC 
Interisland Cable System Between the Commonwealth 
of the Northern Mariana Islands and Guam Granted by 
SCL-92-003 [8 FCC Rcd 750 (1993)] (GTE Pacifica) 

Earth Station Authorizations 

SES-LIC-20000414-00563; 
EO00 164 

SES-RWL-20001006-01900; 
Ka-34 voice/data services (GTE Pacifica) 

C-band transmiVreceive earth station to provide digital 
voicddata services (GTE Pacifica) 

C-band transmitlreceive earth station to provide digital 

Wireless Telecommunications Authorization 

KNKN6 16 Common Carrier Radio License for Cellular Radio 
Telephone Service (GTE Pacifica) 

Domestic Section 214 Authorization 

Blanket Authorization Domestic Interstate 214 Authorization for CNMl and 
Guam Inter-exchange Carrier Operations (GTE Pacifica) 

Blanket Authorization Domestic Interstate 214 Authorization for CNMl Local 
Exchange Carrier Operations (Micronesian 
Telecommunications Corporation) 



ATTACHMENT B 





Our vision 

0 To become the largest and most 
I technologically innovative telecommunications 

provider in the Western Pacific. 





I Moving to the Future 

e Wireline 
- We are dedicated to growing the existing wireline 

business, overtime the focus of the existing wireline 
business will be made consistent with the focus of 
new business development to cope with diverging 
customer segments. 

- Pacific Telecom will continue to work with 
equipment vendors to maintain a state of the art 
network in the CNMI. 



Moving to the Future (cont’d) 

Eventually Pacific Telecom intends to offer fixed line 
services in Guam offering consumers alternatives to 
GTA. 

reliability. 
0 Continue to operate the CNMl’s network at 99.9% 



- Already having the largest digital network serving the CNMI, 
Pacific Telecom plans to increase capacity and coverage by 
60% within the next 24 months (Saipan, Rota and Tinian). 

- We will upgrade the switching capabilities in order to offer any 
enhanced services that our telecom vendors offer worldwide. 

- We will pursue additional spectrum allocations within the 
region to cater to markets yet unserved. 

- We plan to aggressively grow our customer base by offering 
our services at reasonable prices with the widest reach. 



0 Long Distance 
We will expand our carrier relationships and immediately after 
closing will enter into at least three additional relationships. 

Prepaid services will continue to be aggressively priced and 
marketed. 

Customized calling plans will be tailored to fulfill the diverse 
needs of the CNMl’s population. 

We have plans to invest heavily in fiber optic capacity from the 
US mainland in order to compete with Guam as a regional 
hub. 



- We will be rolling out Digital Subscriber Line Service (DSL) as 

- Expand broadband capacity to support VOD services (video 
a mass market product. 

on demand), as an alternative medialentertainment choice for 
consumers. 

- Continue to support ISP operations by expanding modem 

- We are currently studying expanding our fiber backbone from 
Guam to offer additional capabilities and services at more 
economical prices to the consumer. 





our Future 

e Pacific Telecom’s commitments: 
- There is a signed agreement in place to maintain ALL existing 

employees and we will continue to be the employer of choice 
in the CNMl 

- The union contract covering over 50% of the employee base at 
MTC has been successfully negotiated and signed 4Q2001 
and will be honored through end of 2004. 

- Realizing people are our greatest asset, Pacific Telecom will 
focus on incentives toward it’s employees to achieve our 
strategic plan objectives. 

employees so that as the company grows the workforce will 
continue to expand 

- We will align our corporate objectives with those of the 



I Serving the Community 

0 We know that historically MTC has played an active I role in the CNMI community. We plan to do the same if 

0 We will continue to sponsor fine causes that enhance 
the lives of people in the region. I We will focus on environmental, and social causes. 



0 With the successive mergers of NYNEX-Bell Atlantic- 

be non strategic. 

that we have the right strategy focusing on robust 

highest quality service, and to provide continuous 
training and incentives to our people to allow them to 
be the best they can be. 

0 With the right mix of management, capital, and people, 
we are confident we will achieve our ambitious agenda. 
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ATTACHMENT C 

Verizon Micronesia 

Verizon Pacifica 

IT&E Overseas 

TelePacific Network, Inc. 

WorldCom 

SartecPCI 

All Others (1-800)** 

TOTAL 

Long Distance Market Share in the CNMI for Presubscribed 1+ Originating Minutes and 
for Originating Access Minutes 

MARKET SHARE FOR 
PRESUBSCRIBED 1+ 

ORGINATING ACCESS 
MINUTES* 

0.00% 

67.30% 

23.07% 

6.64% 

0.00% 

2.99% 

0.00% 

100% 

MARKET SHARE FOR ALL 
ORIGINATING ACCESS 

MINUTES* 

0.00% 

11 .OO% 

3.83% 

1.10% 

29.68% 

0.50% 

53.89% 

100% 

* 

** 
Source: June 2002 Summary of billed Carrier Access MOU Report 

These minutes are terminated by AT&T and Sprint via correspondence agreements with 
Verizon Pacifica. 


	1 THE PARTIES
	A Transferor Bell Atlantic Ncw Zealand Holdings Inc (ﬁBANZHIﬂ)
	B Trunsrercc Pacific Telccoin Tiic
	FROM WTO MEMBER COUNTRIES
	NO COMPETITIVE CONCERNS ARE RAISED
	A Pacific Telecom
	B Prospector Inveslmcnt Holdings Inc

	IV PUBLIC INTEREST CONSIDERATIONS
	Pacilic Tclcconi Is Financially Qualilied To Hold The Relevant Authorization
	CNMI Consumers

	D Thc CNMI Market Is and Post-Transfer Will Be Competitive

	V RBQUESTED RULINGS
	VI CONCLUSION

